AD-A265 139 @
RO

Seventh
Quadrennial
Review of
Military
Compensation

DTIC
ELECTE
S MAY27 1993 D

Integration and

Transition
Major Topical Summary (MTS) 6

August 1992

3-11975
\ﬁm\\xx\xm\a\x\a\\m\\m\m




e

REPORT DOCUMENTATION PAGE

Form Approved
OMB No 0704-0188

DU 0 HAE BLrEAR 107 194 (0 A0en of \mdnrmation | AT MAtad £ Avreage | hour et

ar

Davk Righway, ju@ TI08 Acheniaa vA 2220

O TPARGT W ANILE S 1N LMe ID0 rev B0y Nt LRt w
Fathenng ond ma.ntarany the data neeane. AN GMBIPTING ANG revisw nG (1e (e .0n ot informanan  Send <omments reay @
COURCLEn &F il 3o mat 192 HACIUAMY JUOARRLCRY 107 (4aYGR G The DUrORR 19 W a3hianiOn Heedaud ey $e-viws, Due ity e fo
24T and Te the GTHie of Manscement ¢nl Busugl Peoerwt s Returier Yoyt 10708 51 88) Wk ginr 0 sL4%s

F O UNG 220A WUy
mF IR Bucden oL It OF Tey athee 3a00KT OF Thiy
LTt on ODec LD 3G Rapame, Ty M eengn

2. REPORY DATE

AUG 92

1. AGENCY USE ONLY (Leave blank)

3. REPORT YYPE AND DATES COVERED
Final

4. TITLE AND SUBTITLE

Integration and Transition
Major Topical Summary (MTS) 6

5. FUNDING NUMBLRS

6. AUTHO
riga

R
cﬁ)er General James W. MclIntyre, USAF

Compensation (7th QRMCQC)

Executive Director, Seventh Quadrennial Review of Military

7. PERFORMING ORGANIZATION NAME(S) AND ADDRESS(ES)

The Pentagon, Room 3D820
Washington, DC 20301-4000

The Seventh Quadrennial Review of Military Compensation

8. PERFORMING ORGANIZATION
REPQRT NUMBER

9. SPONSORING / MONITORING AGENCY NAME(S) AND ADDRESS(ES)

Office of the Assistant Secretary of Defense
(Force Management and Personnel)

The Pentagon, Room 3E764

Washington, DC 20301-4000

10. SPONSORING / MONITORING
AGIENCY REPORT NUMBER

11. SUPPLEMENTARY NOTES

122, DISTRIBUTION / AVAILABILITY STATEMENT

Available to the public.

12b. DISTRIBUTION CODE

13. ABSTRACTY (Maximum 200 words)

earnings. The differences lie in when, how much,

This MTS of the 7th QRMC combines the individual recommendations of the QRMC into an
integrated whole and proposes options for moving to a revised pay and allowances system. The
QRMC's proposals call for significant changes to individual pay elements but result in levels
Regular Military Compensation (RMC) not much different over a career from today’s career

increases in pay throughout a career. Although transition could occur in stages over multiple
years, the QRMC recommends a one-year transition to an improved pay and allowances system.

- ]

and for what reason a member receives

148 SUBJECT TERMS

compensation, RMC

transition, pay and allowances, basic pay, regular military

15, NUMBER QF PAGES

136
16 PRICE COOE

17. SECURITY CLASSIFICATION
OF REPORY

Unclassified

18. SECURITY CLASSIFICATION
OF THIS PAGE

Unclassified

19. SECURITY CLASSIFICATION
OF ABSTRACT

Unclassified

20. LUIMITATION OF a8STRACTY

NSN 7540.01-280-5500

e 298 iRey
AR S TS PR 4

Cragdard
Lroryer Lol U

238 1.0

2 A%




INTEGRATION AND TRANSITION

N g
Lradi AiLcd CoL LU 8

Accesion For

NTIS CRA&I g
DTIC TAB

Unannounced 0
Justification e
BY |
Distribution

Availability Codes

. Avail and/or
Dist Special

A-ll_|




Seventh Quadrennial Review of Military Compensation

INTEGRATION AND TRANSITION

7" QRMC Major Topical Summary (MTS) 6

August 1992




Integration and Transition
Major Topical Summary (MTS) 6

A staff paper of the Seventh Quadrennial Review of Military Compensation
August 1992

Office of the Assistant Secretary of Defense
(Force Management and Personnel)

The Pentagon, Room 3E764

Washington, DC 20301-4000




7™M QRMC STAFF ANALYSES

The full set of the 7" QRMC study documentation includes this report and the
7" QRMC Staff Analyses, which form a series of stand-alone reports. The reports in the Staff
Analyses provide detailed facts and logic of interest to the small audience of staff specialists
who may require a more compiete understanding of the findings and recommendations in
our official report.

There are two types of documents in the Staff Analyses: Major Topical Summaries
(MTSs) and Global Subject Papers (GSPs). MTSs cover primary areas of investigation, such as
basic pay and allowances, while GSPs cover either theoretical considerations, such as the
principles of compensation, or special research subjects, such as foreign military
compensation systems. All other QRMC staff documents are internal working papers that do
not necessarily represent the official views of the QRMC. The Staff Analyses consist of the
following documents:

MAJOR TOPICAL SUMMARIES (MTSs)

Compensation Structuare . ......... . .. i MTS 1
Basic Pay .. ... e MTS 2
ALIOWANCeSs . . ... o i e MTS 3
Special and Incentive Pays .. ... ... ... ... ... MTS 4
Annual Pay Adjustment .. ......... .. ... MTS 5
Integration and Transition . . ....... ... ... ... . MTS 6

GLOBAL SUBJECT PAPERS (GSPs)

Foreign Military Compensation Systems Review ......... ... ... ... ... .. ... ... GSP A
The Target Force .. ... ... i e GSP B
Modeling, Logic,and Theory ........... ... ... GSP C
Tax Issues .. ... ... . e GSP D
Cost Analysis Methods . ........ ... ... .. . i GSP E
Principles of Military Compensation . ........... ... ... ... ... ... .. ... ..., GSP F
Drawdown ... ... .. GSP G
Service Comments on the Draft Report .. .......... ... .. ... ... .. .. .. .. GSP H
v




INTEGRATION AND TRANSITION

CONTENTS

LIST OF PARTICIPANT S ... ittt ittt ittt tnsserennesesoneeennnenanas xiii
CHAPTER 1—OVERVIEW ... i ttiiiitinretntososraneeneansessenonennns 11
INtrodUCHON . . .o e e e e 1-1
Results in Brief . ... ... ... . i e e 1-2
Integration .. ... .. .. .. 1-2

Trans tON . . .. e e e 1-2
CHAPTER 2—INTEGRATION ... ittt tnieeeensanserannnennns 2-1
Introduction . . ... .. . e 2-1
RMC as a Comparative Measure . ............. ... ....... ... ......... 2-1
Methodology . ....... ... .. . e 2-1
Components of RMC . . ... ... . 2-6
Housing . ...... ... e 2-6
SUDS IS N . . oottt e e 2-8

Basic Pay .. ... .. e 29

Tax Advantage . . ........ ... . 2-15
Integrated Effects on RMC . ... ... .. ... . 2-15
Enlisted Members .. ....... . i e 2-17
(03 57ol > ¢ J A P 2-24
Prior-Service Officers . ... .ottt e e 2-31
Warrant Officers . . ..o vi it i e e e 2-38
CHAPTER 3—TRANSITION . ... ittt ittt innnresensonnonssonesonennanas 3-1
IMtrodUCH O . . L. o e e e 3-1
Methodology ...... ... ... . 3-1

Why Is Transition Required? . .............. ... . ... .. ... ... EIP SN 3-2
Developing Transition Pay Tables .................... ... ... .. ... ...... 3-4
One-Year Transition .. ... . ittt e e 3-6
Enlisted Members . ... ... . e 3-6
OIS . o it e e e e e e 39
Prior-Service Officers . . .. ... e 3-10
Warrant Officers . ... .. i e 3-10
Multi-Year Transitions . . .. ... .. 3-10
Two and Three Year Transitions . ... . ... ...t 3-10
Effects of Multi-Year Transitions . .......... ...t 3-11
Modified One-Year Transition . . .. ... ... . i e 3-11
Special Considerations . .. ... ... ... .. . . 3-24
CO8ES .« o it e e e 3-24

vii




Pros and Cons of Transition Options . . ......... ... .. ... ... .. ... ..., 3-25

SUMMATY . . ..ot e 3-25

APPENDIX A—ONE-YEAR TRANSITION .. ... ... i A-1

APPENDIX B—TWO-YEAR TRANSITION .. ..... ..o it i B-1

APPENDIX C—THREE-YEAR TRANSITION . ... .. .. it C1
viii




Figure 1-1.
Figure 2-1.
Figure 2-2.
Figure 2-3.
Figure 2-4.
Figure 2-5.
Figure 2-6.
Figure 2-7.
Figure 2-8.
Figure 2-9.

Figure 2-10.
Figure 2-11.
Figure 2-12.

Figure 2-13.
Figure 2-14.

Figure 2-15.
Figure 2-16.
Figure 2-17.
Figure 2-18.
Figure 2-19.
Figure 2-20.
Figure 2-21.

Figure 2-22.
Figure 2-23.
Figure 2-24.

Figure 2-25.
Figure 2-26.

Figure 2-27.
Figure 2-28.

Figure 2-29.
Figure 2-30.
Figure 2-31.
Figure 2-32.
Figure 2-33.

INTEGRATION AND TRANSITION

FIGURES

Components of a typical officer's monthly RMC(1994)
Average value of housing
Changes to basic pay resulting from the BAS recommendations
Change in enlisted members’ average basic pay (1994)
Change in officers’ average basic pay (1994)
Change in prior-service officers’ average basic pay (1994)
Change in warrant officers’ average basic pay (1994)
Change in average federal tax advantage
Change in components of RMC for enlisted members (1994)
Enlisted members’ proposed RMC by component (1994)
Enlisted members’ current and proposed RMC and basic pay (1994)
Difference in enlisted members’ RMC (1994)
Enlisted members’ cumulative average change in RMC if looking to

20 YOS
Enlisted members’ cumulative average change in RMC if looking to

30 YOS
Enlisted members’ change in RMC and retirement after 20 YOS

(including a save pay for the >26 pay cell)
Change in components of RMC for officers (1994)
Officers’ proposed RMC by component (1994)
Officers’ current and proposed RMC and basic pay (1994)
Difference in officers” RMC (1994)
Officers’ cumulative average change in RMC if looking to 20 YOS
Officers’ cumulative average change in RMC if looking to 30 YOS
Officers’ change in RMC arnd retirement after 20 YOS (including a

save pay for the >26 pay cell)
Change in components of RMC for prior-service officers (1994)
Prior-service officers’ proposed RMC by component (1994)
Prior-service officers’ current and proposed RMC and basic pay

(1994)
Difference in prior-service officers’ RMC (1994)
Officers with over 4 and over 10 years of prior enlisted service

current and proposed RMC (1994)
Prior-service officers’ cumulative average change in RMC if looking

to 20 YOS
Prior-service officers” cumulative average change in RMC if looking

to 30 YOS
Prior-service officers’ change in RMC and retirement after 20 YOS
Change in components of RMC for warrant officers (1994)
Warrant Officers’ proposed RMC by component (1994)
Warrant officers’ current and proposed RMC and basic pay (1994)
Difference in warrant officers’ RMC (1994)

.......................................
........................
.................
..........................
...........
..............

.................................................

.................................................

......................
...................
......................
................................

................................
.........

............

..................................................

.....................

............................

...............................................

...............................................
...............

.........................

ix




Figure 2-34.
Figure 2-35.
Figure 2-36.
Figure 3-1.
Figure 3-2.
Figure 3-3.

Figure 3-4.

Warrant officers’ cumulative average change in RMC if looking to

20Y05
Warrant officers’ cumulative average change in RMC if looking to

0YOS o
Warrant officers’ change in RMC and retirement after 20 YOS . .. .. ... ..
Enlisted members’ in-kind housing and housing allowance ratio
Officers’ in-kind housing and housing allowance ratio .. .. ... ... ... ..
Enlisted members’ in-kind subsistence and subsistence allowance

ratio .. ...
Three-year transition of BAS




Table 1-1.
Table 1-2.

Table 1-3.
Table Z-".
Table 2-2.
Table 2-3.
Table 2-4.
Table 2-5.
Table 2-6.
Table 2-7.
Table 2-8.

Table 2-9.

Table 2-10.
Table 2-11.
Table 2-12.

Table 2-13.
Table 2-14.

Table 2-15.

Table 2-16.

Table 3-1.
Table 3-2.

Table 3-3.
Table 3-4.
Table 3-5.

Table 3-6.

INTEGRATION AND TRANSITION
TABLES

Proposed Pay Table ind Allowance Rates (Projected to 1924) . . ... .... ...
Officers’ and Er'i~ted Members’ 1994 Basic Pay Increase of 4.3

percent (ne-Year Transition)-Shaded Cells Indicate Typical

CareerPath ... ... .. ... ..
Officers” and Enlisted Members’ 1994 Basic Pay Increase By 4.3

percent (Three-Year Transition)—Shaded Cells Indicate Typical

CareerPath . ...... ... .. .. .. . .. . ..
Promotion timing phase points .. ............. ... ... ... .. L
Population distribution in percentage by years of service for each

pay grade category .. .......... ...
Population distribution in percentage by grade ................. ... ..
Dependency data from FY 1991 ........ ... ... ... ... ... .. .. ...
Projected housing rates for 1994 .......... ... ... ... ... .. . ...
Factors and amounts used to adjust the BAS rate (BP=Basic Pay) .. .......
Enlisted members’ current and recommended basic pay table

comparison (BAS recommendations not included) .............. ..
Officers’ current and recommended basic pay table comparison

(BAS recommendations not included) . . .. ......... . .. oL
Prior-service and warrant officers’ current and recommended basic

pay table comparison (BAS recommendations not included) ........
Federal tax advantage rates . . . ........... ... ... ... .. .. ...,
Enlisted members’ current and recommended RMC comparison ........
Enlisted members’ current and recommended basic pay comparison

(BAS recommendations included) . . .. ....... ... L o oL
Officers’ current and recommended RMC comparison ................
Officers’ current and recommended basic pay comparison (BAS

recommendations included) ......... ... ... ... ... . ..
Prior-service and warrant officers’ current and recommended RMC

COMPATISON . . o .\ttt ittt et e e
Prior-service and warrant officers’ current and recommended basic

pay comparison (BAS recommendations included) . .......... .....
Transition rates for BAS . ... ... ... ... ..
One-year transition (1993 to 1994) basic pay raise (compare to 4.3

PEICENL) . oL
One-year transition (1993 to 1994) RMC raise (compare to 4.3

PETCENt) . . . e
Three-year transition (1993 to 1994) basic pay raise (Year 1:

compareto43 percent) .................. .
Three-year transition (1993 to 1994) RMC raise (Year:1 compare to

43 PErCent) .. ... ...
Modified one-year transition (1993 to 1994) basic pay raise (Year 1:

compare to 43 percent) ........ ...l

xi




Table 3-7.

Table 3-8.
Table 3-9.

Table A-1.

Table A-2.
Table A-3.

Table A-4.
Table A-5.
Table A-6.

Table B-1.

Table B-2.
Table B-3.

Table B-4.
Table B-5.
Table B-6.

Table C-1.

Table C-2.
Table C-3.

Table C-4.

Table C-5.
Table C-6.

Modified one-year transition (1993 to 1994) RMC raise (Year 1:

compare to 4.3 percent)
Cost Summary (in $ million)
Transition Criteria . . . ....... ... .. ... .. ... .. ... .. ... .. ...
Enlisted members 1994 basic pay raise comparison (one-year

transition) .. ... ... ... .
Officers 1994 basic pay raise comparison (one-year transition) ...........
Prior-service and warrant officers 1994 basic pay raise comparison

(one-year transition) . ........... ... ..
Enlisted members 1994 RMC raise comparison {(one-year transition)
Officers 1994 RMC raise comparison (one-year transition) ..............
Prior-service and warrant officers 1994 RMC raise comparison (one-

year transition) . . ... ... ..
Enlisted members 1994 basic pay raise comparison (two-year

transition) . ... .. L
Officers 1994 basic pay raise comparison (two-year transition) ...........
Prior-service and warrant officer 1994 basic pay raise comparison

(two-year transition) . ....... .. ... . . .. L
Enlisted members 1994 RMC raise comparison (two-year transition)
Officers 1994 RMC raise comparison (two-year transition) .............
Prior-service and warrant officers 1994 RMC raise comparison

(two-year transition) . ....... . ... .. L
Enlisted members 1994 basic pay raise comparison (three-year

transition) ............. ... ..., P
Officers 1994 basic pay raise comparison (three-year transition) ..........
Prior-service and warrant officers 1994 basic pay raise comparison

(three-year transition) . ......... ... ... ... . ... . i
Enlisted members 1994 RMC raise comparison (three-year

transition) . ... ... ... .
Officers 1294 RMC raise comparison (three-year transition) ............
Prior-service and warrant officers 1994 RMC raise comparison

(three-year transition)

....................................

.................................

......................................

xii




INTEGRATION AND TRANSITION

LIST OF PARTICIPANTS

STAFF ANALYSIS
Colonel Carl F. Witschonke, USA

Director, Corncepts and Integration

Major Michael J. Casas, USA
Compensation Analyst
Major Edward C. Miller, USA

Compensation Analyst

TECHNICAL SUPPORT
Dr. G. Thomas Sicilia
Senior Advisor, 7" QRMC
Lieutenant Colonel D. Cragin Shelton, ANGUS

Compensation Analyst, Costing

xiii




INTEGRATION AND TRANSITION

CHAPTER 1—OVERVIEW

INTRODUCTION

The preceding Major Topic Summaries (MTSs) describe the 7* QRMC'’s findings and
recommendations with respect to the various individual elements of military compensation.
This MTS discusses in detail our proposals for combining the individual recommendations
and options for moving to the revised set of pay and allowances. Thus, the reader may view
the results of the QRMC study as an integrated plan. In fact, we made every attempt to
ensure that the recommendations made sense from the standpoints of both the individual
elements of compensation and the system as a whole. The goal was to develop a consistent
and cohesive integrated plan to improve recruitment and retention of top-quality service
members.

Of course, any change from the status quo, be it minor or major, will involve transition
challenges. Furthermore, there are cost ramifications to consider. While we did not strictly
constrain ourselves to no-cost solutions, we did look very hard at ways to take existing
resources and better focus them—targeting the right people to be paid the right amount of
money. Our analysis of transition options also emphasized the impacts on current service
members.

The total cash paid to an individual service member currently varies based on five major
factors: grade, time in service, dependency status, availability of government quarters, and
location. Moreover, total pay can be affected by a number of special and incentive pays and
individual allowances. To represent the pay of the average service member, we used Regular
Military Compensation (RMC)—the standard and generally accepted measure for comparing
military and civilian pay. RMC consists of basic pay, the basic allowance for subsistence
(BAS), the average value of the total housing allowance, and the tax advantage associated
with these allowances. Although any given service member’s actual pay does not necessarily
equal RMC, it is a fair representation of their average aggregate income.

Chapter 2 discusses the integration of the RMC component proposals in detail. Chapter 3
develops the transition alternatives.

1-1




RESULTS IN BRIEF

Integration

The QRMC’s integrated plan is both cohesive and consistent. The revised pay and
allowances will make sense to service members and will encourage productivity through
increased emphasis on promotion. Table 1-1 shows the proposed pay table projected to 1994,
if all of the QRMC recommendations are implemented in that year. It assumes the currently
projected pay raises for both 1993 and 1994, and incorporates a “fixed” BAS, a housing
allowance floor, and a restructured basic pay table. Note that all members would receive the
same BAS and that the indicated total housing allowance is actually an average of the
regional allowances. Housing allowances would have to be published by military housing
areas, as the Variable Housing Allowance (VHA) tables are published today. We chose 1994
because it is the first year that the QRMC recommendations could be implemented. The
proposals could just as well be implemented in any succeeding year.

The QRMC proposals call for significant changes to the individual pay elements but
result in total levels of RMC that would not differ much over a career from today’s career
earnings. The difference lies in when, how much, and for what reason a member receives an
increase in pay as he or she moves through a career. Figure 1-1 shows the components of the
monthly RMC of a typical officer, for example, at any given year of service. The BAS, shown
in black, is based on the cost of food. The housing allowance, shown in white, provides for at
least a minimum level of adequate housing. Basic pay, by far the most significant component,
consistently emphasizes promotion increases over longevity increases. Note that the pay line
over the career is not smooth. Each of the large steps on the graph represent a distinct
promotion peint, O-2 through O-6.

Transition

Transition to an improved pay and allowances system can be accomplished in one year,
or in stages over multiple years; a third possibility would be to treat most of the pay table
cells in one year and only selected pay table cells over multiple years. The QRMC's intent
was not to define an optimal detailed transition plan. Rather, our purpose was to
demonstrate that it is possible to move to a restructured pay and allowances in a smooth,
understandable manner that generally leaves service members unharmed in the process and
makes sense from DoD management and financial perspectives. All changes would coincide
with annual pay raises. We developed one-, two-, and three-year transition plans.

The one-year option would minimize the period of force disruption, but would
potentially involve the greatest “save-pay” costs.’ The three-year transition plan would have

1“Save-pay” refers to the criterion that no member’s pay should decrease as result of pay table revisions. Each
member would be paiu the higher of his or her current pay or the level in the new pay table.

1-2
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Figure 1-1. Components of a typical officer’s monthly RMC(1994)

the least impact on any particular member and not require save pay. It would, however,
prolong the transition and any associated disruptions.

Tables 1-2 and 1-3 show how the one- and three-year transitions would affect the pay
cells of the majority of the members in the active duty force. The entries in each cell
represent the percentage change from a projected current pay table in 1993 to a restructured
table in 1994. The housing floor, not shown, would significantly increase the housing
allowance for junior enlisted members. The BAS rate would increase or decrease by the
amount shown from its projected 1993 levels. The outlined cells in Table 1-2 would require
save-pay provisions or some special consideration of the relatively low pay raise that would
otherwise occur. The same outlined cells in the three-year transition, shown in Table 1-3,
would not require save pay but could still require special consideration.

The 7" QRMC recommends using a one-year transition to implement our near-term
proposals.
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INTEGRATION AND TRANSITION

CHAPTER 2—INTEGRATION

INTRODUCTION

This chapter discusses how the 7% QRMC would integrate the separate recommended
components of RMC.! First, the recommendations for each component of RMC are briefly
reviewed, then the effects of the changes on service members’ RMC are examined. The
rationale for the recommended changes to each of the RMC components may be found in the
MTSs on Basic Pay and the Allowances.

RMC as a Comparative Measure

RMC is the standard measure for comparing military with civilian pay levels. It takes into
account the value of in-kind housing and subsistence, an averaged locality housing
adjustment, and the value of tax savings on tax-free allowances. Although at any time the
actual level of pay for most service members will not equal their RMC, it is an appropriate
representation of average aggregate income.

Methodology

In the analysis, the recommended (proposed) pay rates are compared to the existing
(current) pay rates. Rates are projected in 1994 dollars, applying the full Employment Cost
Index (ECI) to basic pay, basic allowance for quarters (BAQ), and BAS.?

Data are examined both in a cell-by-cell format (arrays of pay grade and longevity steps)
and as typical career patterns. Separate career patterns are used for enlisted members, officers,
prior-service officers, and warrant officers. Because of the many combinations using the cell-
by-cell format, most of the analysis is presented using the career pattern format. Represented
over a 30-year period, the typical career pattern for each of the four pay grade groups is
defined based on the following assumptions:

'Regular Miliiary Compensation is the sum of basic pay, the basic allowances for housing and subsistence, and
an average value for variable housing allowances, plus the tax advantage associated with the allowances.

’The military annual pay increase is currently linked to the General Schedule (GS) for federal employees,
which is indexed at the full ECI. Beginning FY 1994, the GS pay raise will be indexed to ECI minus one half of 1.0
percent, with 0.5 percent funding their locality-based comparability payment. The QRMC recommends that the
military pay raise continue to be indexed by the full ECI.
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* Enlisted members. Promotions are based on projected Department of Defense (DoD)
average timing, using weighted averages in the years when promotions occur. For
example, promotion to E-4 is projected to occur at 2 years and 3 months of total service;
therefore, the data for the typical career pattern for the second year of service consists of
Y20 at the E-3 pay rate and %,,, at the E-4 pay rate.

* Officers. Promotions are based on established Defense Officer Personnel Management Act
(DOPMA) guidelines.

® Prior-Service and Warrant Officers. A typical career pattern cannot be developed to fairly
represent the large pay dispersion for these officers. They normally have prior time in
service, thus entering the pay table in varying pay cells. Also, prior-service officers will
move to the normal officer pay table once they reach O-4. The data for these officers are
displayed as a weighted average of pay, or pay change, for all of the officers in each year
of service.

Table 2-1 depicts the enlisted member promotion Table 2-1. Promotion timing phase

timing points as well as the DOPMA promotion points
guidelines for officers. Table 2-2 depicts the — Rank Year/Month
population distribution by years of service (YOS) 06 7370
within each of the pay grade groups. Table 2-3 0-5 16/0
depicts the population distribution by grade.? 0-4 10/0
03 4/0
Assumntions about dependency status, as it -2 2/0
affects housing allowances, are based on average O-1 0/0
distributions of married and single DoD service E-9 21/0
members from FY 1991. Table 2-4 depicts these E-8 17/8
distributions.! From these single and married data, g:z 1; // 0]
with and without dependency statuses are derived to E-5 4/9
apply to housing allowances. A weighted average E-4 2/3
housing allowance is used in this analysis. E-3 0/8
To project data to 1994 from the current 1992 pay gj 823

tables, the following indexes were used. For basic
pay, BAQ, and BAS, projected military pay indexes (MPIs) of 3.7 percent and 4.3 percent
were applied to 1993 and 1994, respectively. While monthly basic pay and BAQ rates were
rounded to be evenly divisible by 30, monthly BAS was computed from a daily rate. Average

*Derived from FY 1990 end strength data provided by the Defense Manpower Data Center (DMDC) in
response to a QRMC inquiry.

*Marital distribution data were derived from Selected Military Compensation Tables: January 1991 Pay Rates,
Department of Defense, Office of the Assistant Secretary of Defense, (Force Management and Personnel), Military
Manpower and Personnel Policy (OASD (FM&P), MM&PP), Directorate of Compensation, p. A5; data as of 1 Jan
91.
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Table 2-4. Dependency data from FY 1991

" %Single  %Married M2 M3 M4 M5 M6+ Ave Fam Size  Married Size
0O-10 2.4 97.7 457 34.2 75 4.7 5.6 2.83 2.88
o9 0.8 99.2 458 283 18.4 42 2.5 2.87 2.88
0O-8 1.6 98.4 375 276 220 8.1 3.2 3.07 an
07 25 97.5 226 262 314 125 49 3.44 3.50
0-6 4.6 95.4 14.0 199 382 16.4 6.8 3.68 3.81
05 7.4 92.6 11.1 167 399 174 7.5 N 3.93
04 13.2 86.8 143 174 340 14.9 6.3 3.42 3.79
0-3 275 725 232 17.7 208 7.9 3.1 2.67 KRC)

flo-2 51.8 48.2 28.2 104 6.7 2.2 0.7 1.81 2.69
O-1 69.3 30.7 20.3 5.1 3.6 1.3 0.4 1.48 2.57
O-3E 275 725 23.2 177 708 7.9 3.1 2.67 3.31
0O-2€ 51.8 482 28.2 10.4 6.7 2.2 0.7 1.81 2.69

“ O-1E 69.3 30.7 20.3 5.1 3.8 1.3 0.4 1.48 2.57
W-5 28 97.2 127 227 360 175 8.3 3.78 3.86
w4 2.8 97.2 127 227 36.0 17.5 8.3 3.78 3.86
W-3 48 95.2 10.5 19.2 383 18.3 9.0 3.82 3.96
W-2 9.2 90.8 13.8 19.2 34.1 16.5 7.2 357 3.83
W-1 24.1 75.9 19.0 194 245 9.5 3.6 2.87 3.47
E-9 3.7 96.3 143 233 341 16.6 8.0 3.70 3.80
E-8 4.5 95.5 10.4 197 364 19.1 9.9 3.85 3.98
E-7 7.3 92.7 11.9 194 340 18.3 9.1 N 3.93
E-6 129 87.1 165 215 291 13.8 6.3 3.33 3.68
E-5 26.3 73.7 229 217 195 7.1 2.5 2.66 3.25
E-4 52.7 473 233 143 7.3 1.8 0.5 1.84 2.77
E-3 73.8 26.2 16.6 7.2 2.1 0.3 0.1 1.39 2.48
E-2 839 16.1 10.2 45 1.3 0.2 0.0 1.24 2.47
E-1 83.9 16.1 8.7 5.1 1.9 0.3 0.1 1.26 2.63
E-1 <4 83.9 16.1 8.7 5.1 1.9 03 0.1 1.26 2.63
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VHA rates and the United States Department of Agriculture (USDA) food cost rates were
projected using Consumer Price Index (CPI) values of 3.7 percent, 3.8 percent, and 3.6
percent, for 1992, 1993, and 1994, respectively.

The definition of RMC assumes a cash equivalent value for in-kind subsistence and
housing. RMC equates the value of subsistence in kind to BAS, and the value of quarters in
kind to BAQ plus average VHA.

COMPONENTS OF RMC
Housing

Projections of current BAQ and average VHA rates are detailed in Table 2-5 and Figure 2-
1. The QRMC’s recommended change, for the purpose of this analysis, affects only the
minimum level of housing allowances (establishment of a housing floor).* As can be seen in
Figure 2-1, the increases primarily affect the lower ranks of each group; higher ranks
experience little or no change. As stated earlier, the value of government housing for RMC
computation was set equal to the total housing allowance.
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Figure 2-1. Average value of housing

-

%See the 7th QRMC "Allowances” Major Topic Summary, Chapter 4 (Housing Allowances) for a complete
discussion of housing allowance recommendations.
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Table 2-5. Projected housing rates for 1994

With-dependent rates

Without-dependent rates

BAQ VHA FLOOR BAQ VHA FLOOR
0-10 917.40 333.78 0.00 745.50 284.67 0.00
0-8 917.40 333.78 0.00 745.50 284.67 0.00
0-8 917.40 333.78 0.00 74550 28467 0.00
o-7 917.40 333.78 0.00 745.50 284.67 0.00
i 0-6 826.50 288.35 0.00 684.00 24228 0.00
O-5 796.20 265.21 0.00 658.80 225.62 0.00
O-4 702.00 233.19 0.00 610.50 21113 0.00
0-3 581.10 189.06 0.00 489.30 163.97 0.00
0-2 496.20 159.43 0.30 387.90 126.98 1.19
O-1 443.40 142.99 3.28 326.7C 105.13 14.29
O-3E 624.30 204.85 0.00 528.30 180.63 0.00
0-2E 563.10 189.06 0.00 449.10 151.42 0.00
O-1E 520.50 168.08 0.0C 386.10 123.95 0.97
W-5 621.00 197.71 0.00 5§50.80 191.01 0.00
w-4 621.00 197.71 0.00 550.80 191.01 0.00
w-2 569.40 186.68 0.00 462.90 155.97 0.00
w-2 523.80 177.60 0.03 410.70 140.82 0.07
W-1 453.00 149.48 0.35 344 .10 112.92 3.4
E-9 586.10 197.93 0.00 452.40 155.53 0.09
E-8 549.60 182.14 2.37 415.50 144.72 1.29
E-7 510.30 168.94 0.81 354.60 122.44 18.85
E-6 471.90 157.05 2.44 321.00 110.97 40.60
E-5 423.90 140.61 1043 296.10 101.45 55.09
E-4 369.00 125.68 32.09 257.40 88.91 33.93
E-3 343.20 116.16 50.36 252.90 86.96 46.47
E-2 326.70 110.54 67.44 205.50 69.65 98.55
E-1 326.70 101.67 71.23 182.70 56.89 121.81
E-1 <4 326.70 101.67 71.23 182.70 56.89 121.81
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Subsistence

The integration of our BAS recommendations will affect both the BAS rate and the basic
pay levels. The QRMC recommends setting BAS equal to USDA food costs. Thus, enlisted
BAS must be reduced from current levels and officer BAS increased. To preserve current
compensation levels, the reduction in BAS for enlisted members should be transferred to
basic pay along with the computed reduction in tax advantage, and the increase in officers’
BAS should be offset with a reduction in basic pay. However, a dollar-for-dollar exchange
between BAS and basic pay would result in an inappropriate change to a member’s future
retirement pay and an unwarranted increase in pay for members who receive subsistence in
kind. Thus, discounted trade-offs should be made between current cash and deferred
retirements where necessary.*

40 -
30
20

$ Per Month

Officer basic pay change

‘50__‘,.l_Al_.!,“L.l..L,J,,lu.L.l_,l.‘I,,l..l.l..l.,l,l,l(lkl..l [ B B A [
<1 >5 >10 >15 >20 >25 >30
Years of Service
Figure 2-2. Changes to basic pay resulting from the BAS recommendations

The projected USDA food cost in 1994 is $185.60 per month; whereas BAS projections at
current rates are $207.9? for enlisted members and $145.39 for officers. Because the proposed
BAS rate will equal the USDA food cost, enlisted BAS will be reduced by $22.33 per month,
and officer BAS will increase by $40.21. Table 2-6 and Figure 2-2 depict these rates and the
actual amounts applied to or taken from basic pay. In the RMC computations, the value of
subsistence in kind is set equal to the BAS rate.

“See the 7" QRMC "Allowances” MTS, Chapter 3 (Basic Allowance for Subsistence) for a complete discussion
of the BAS recommendations.
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Table 2-6. Factors and amounts used to adjust the BAS rate (BP=Basic Pay)

Officers N

Years of Service <1 >% »2 >3
BAS application factor 1.00 1.00 1.00 1.00
Amount required from BP  $40.21  $40.21  $40.21  $40.2%
Years of Service >10 >11 »>12 »13
BAS application factor 1.00 1.00 1.00 1.00
Amount required from 8P  $40.21  $40.21 $40.21  $40.21
Years of Service >20 »21 »22 >23
BAS appiicaton factor 0.47 0.47 0.44 0.44
Amount required from BP  $1890 $1890 $1769 $17869
Enlisted Members

Years ot Service <1 >1 >»2 >3
BAS application factor 0.00 0.00 0.33 0.67
Federal tax rate 17.0%  17.2% 17.3% 17.4%
Amount added to BP $0.00 $0.00 $9.01 $18.01
Years of Service >10 >11 >12 >13
BAS application factor 1.00 0.80 0.80 0.80
Federal tax rate 17.6% 17.6% 17.8% 17.8%
Amount added to BP $27.10 $2168 $21.73 $1.73
Years of Service >20 »21 22 >23
BAS appiication factor 0.40 0.40 0.40 0.40
Federal tax rate 18.6% 18.6% 18.6% 18.6%
Amount added to B8P $1097 $1097 $1098 $1098

Basic Pay

>4
1.00
$40.21

>4
1.00
$40.21

»24
0.41
$16.48

1.00
17 4%
$27.02

>14

0.80
17.9%
$21.77

>24

0.40
18.6%
$10.98

>5
1.00
$40.2¢

»15
1.00
$40.21

»25
0.41
$16.49

>5
1.00
17.4%
$27.02

»15
0.60
17.9%
$16.33

>25

0.40
18.6%
$10.98

$40.21 = Change in BAS

>8 »7 »8
1.00 1.00 1.00
$40.21 $40.21 $40.29
>18 »17 »18
1.00 1.00 0.50
$4021 $40.27  $20.1%
»26 »27 >28
0.38 0.38 0.35
$15.28 $15.28 $14.07

($22.33) = Change in BAS

»>8 >7 >8
1.00 1.00 1.00
17.4% 17 4% 17.5%
$2703 $27.03 82705
>16 »17 >18
0.60 0.60 0.60
18.2% 18.2% 18.3%
$1639 $1639 $1639
»26 »27 »28
0.40 0.40 0.40
18.7% 18.7% 18.7%
$1099 $1099 $1099

>9
1.00
$40.21

>19
0.50
$20.11

»29
0.35
$:407

>9
1.00
12.5%
$27.08

>19
0.40

18.3%

$10.83

>29

0.40
18.7%
$1099

038
$1407

0.40
18.7%
$10.99

The QRMC’s recommendations on basic pay, the major change to RMC, are based on
reestablishing a proper balance between promotion and longevity” Tables 2-7 through 2-9
show the cell-by-cell basic pay changes by comparing the projected 1994 current and
proposed pay tables. The shaded portions on the enlisted and officer tables represent typical
career progressions. Figures 2-3 and 2-4 display the points along these shaded lines.
Progression lines on Table 2-9 for prior-service and warrant officers are not shown because of
the large variance in their grade and longevity combinations. Instead, the lines on Figures 2-5
and 2-6 represent the weighted average of changes in basic pay for these groups. Note that
these tables and figures do not incorporate the impact of the BAS recommendations.

The sharp swings depicting the basic pay table changes, although appearing dramatic,
actually smooth the pay over service members’ careers. This smoothed pay progression is
depicted in later figures examining the resulting levels of RMC.

"See the 7" QRMC “Basic Pay" MTS for a complete discussion of recommended changes.
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Figure 2-3. Change in enlisted members’ average basic pay (1994)
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